University of Mississippi

eGrove
Newsletters

American Institute of Certified Public
Accountants (AICPA) Historical Collection

1-2002

Members in Government, January 2002
American Institute of Certified Public Accountants (AICPA)

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons

Government
Published for AICPA members in government. Opinions expressed in this CPA Letter
supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio
supplement editor
703/281–2037
e-mail: Moraglio@mindspring.com

Ellen J. Goldstein
CPA Letter editor
212/596–6112
e-mail: egoldstein@aicpa.org

ARTICLES
Important Information on New CPE Membership Requirements
Edward Mazur Reappointed to the GASB
Highlights of GASB Meeting
GASB Statement 34 Implementation Guide
GASB Addresses the Need for Better Accounting for OPEB
Joseph Moraglio Appointed to AAPC
FASAB Progress on National Defense PP&E Project
AICPA’s Government and Not-For-Profit Organizations Expert
Panel Seeks Views
Highlights of “Yellow Book” Advisory Council Meeting
Important Information on New CPE Membership Requirements

To help members comply with and understand the new continuing professional education
requirements that took effect Jan. 1, 2001, this article explains some of the more significant
changes. The changes in the AICPA’s CPE membership requirement were a result of
resolutions of the governing Council (under AICPA Bylaw 2.3.3) adopted in 1997.
Members should be aware that, as to state licensure requirements related to CPE, the
member’s individual state board of accountancy is the final authority.
New Credit Hour Requirements

Under the Council resolutions, AICPA members, whether employed in public practice,
industry, government or academia, must complete the same amount of continuing
professional education. The new requirement calls for 120 credit hours of CPE in each
three-year reporting cycle. A great deal of flexibility in terms of how members may obtain
CPE is provided in the resolution, which recognizes that compliance can be achieved by a
number of means as long as the education maintains or improves competencies in the
member’s area of practice or employment.
Members who began their current reporting cycle prior to the beginning of 2001 are
permitted to complete CPE as required by the Council resolution that existed when their
current reporting period began. Members whose reporting period began on or after Jan. 1,
2001, must comply with the Council resolutions that became effective at the beginning of
2001 and complete 120 credit hours of CPE by the end of their three-year reporting period.
Waivers Granted
In accordance with the Council resolution, the AICPA Board of Directors has granted a
waiver of the CPE requirement for those members who are retired and for those who qualify
for inactive dues status. In addition, the board directed that a waiver of the CPE requirement
may be granted to AICPA members for, among other reasons, military service, foreign
residency or significant health concerns. Any request for a waiver should be directed to the
Member Satisfaction Team, noting “CPE” in the subject header box.
memsat@aicpa.org

New Standards Issued
In addition, the AICPA and the National Association of State Boards of Accountancy have
issued a Joint AICPA/NASBA Statement on Standards for Continuing Professional
Education Programs. These new standards became effective for CPAs on Jan. 1, 2002. The
new standards introduce the concept of independent study learning, allowing a CPA to
engage in a program of learning with a qualified sponsor one-on-one. See the main section
of this CPA Letter for more information.
The AICPA Web site sets out both the resolution as adopted in 1989 and the 1997 Council
resolution that became effective in 2001. To review the requirements, visit the AICPA Web
site:
www.aicpa.org/about/bylaws/sec230R.htm

Edward Mazur Reappointed to the GASB

Edward J. Mazur, vice-president for administration and finance of Virginia State
University and a former state and federal controller, was reappointed as a member of
the Governmental Accounting Standards Board by the Financial Accounting
Foundation (FAF). The announcement was made by Manuel H. Johnson, chairman of
the FAF. Mazur, who has been a board member since 1997, will begin his second
five-year term on July 1, 2002.
“Ed Mazur has made important contributions to the GASB and the FAF is pleased to
announce his reappointment,” commented Johnson. “His broad experience in
governmental accounting is an asset to the board.”
Before joining Virginia State University in 1993, Mazur served two years as the first
federal government controller, a position appointed by the president and confirmed
by the U.S. Senate under the Chief Financial Officers Act of 1990. Previous to that
post, he was the state comptroller of the Commonwealth of Virginia for 11 years. He
is a past president of the National Association of State Auditors, Comptrollers and
Treasurers.
Highlights of GASB Meeting
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The GASB met from Oct. 30 to Nov. 1 in its offices in Norwalk, Conn. Among the
topics addressed were:
Deposit and investment risks. The chronology and development of custodial credit
risk disclosures were discussed. The Government Securities Act and the Financial
Modernization Act, as well as task force and user comments, were also considered.
Staff indicated that its research shows that custodial credit risk continues to be a risk
for both investments and deposits. The board discussed the development of either
exception-based or narrative disclosures. The majority of the board agreed that
custodial credit risk continues to be a valid risk as it applies to investments and
deposits. The consensus of the board was to explore exception-based reporting for
both investments and deposits.
Other postemployment benefits (OPEB). The board continued its discussions of
disclosure requirements related to the financial reporting of OPEB by employers and
plans. Staff recommended that OPEB disclosure requirements generally should be
modeled after the disclosure requirements of Statement No. 27, Accounting for
Pensions by State and Local Governmental Employers, and Statement No. 25,

Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for
Defined Contribution Plans. The board discussed several potential additions or
modifications to the Statement Nos. 27 and 25 disclosure requirements for OPEB
(see-related questions and answers on OPEB in this supplement.)
After discussion, the board tentatively decided to explore the possibility of requiring
an explanation in the notes to the plan’s financial statements, linking information
about OPEB in the financial statements and information disclosed in required
supplemental information. The board asked staff to develop an illustrative disclosure
for further discussion by the board at a future meeting.

GASB Statement 34 Implementation Guide

GASB Statement 34 Implementation Guide

Implementation guides, authored by GASB staff, explain how to apply selected
GASB statements. The guides are in question-and-answer format and are organized
based on the general topics in each statement. Each guide includes a topical index
and cross-references to aid the reader in identifying issues. As a companion to the
Statement No. 34, Basic Financial Statements—and Management’s Discussions and
Analysis—for State and Local Governments, guide issued in Apr. 2000, a new
publication on financial reporting, Guide to Implementation of GASB Statement 34
and Related Pronouncements: Questions and Answers, contains over 170 questions
and answers, illustrative financial statement exhibits, a complete set of notes to the
financial statements and detailed supporting worksheets.
The new guide addresses Statement Nos. 33 through 38 and features questions about
materiality, management’s discussion and analysis, government-wide financial
statements, fund financial statements, note disclosures, special-purpose governments,
component units, public colleges and universities, non-exchange transactions and
transition issues. The Guide to Implementation of GASB Statement 34 and Related
Pronouncements: Questions and Answers (GQA34B) may be ordered by contacting
the GASB Order Department.
800/748–0659
www.gasb.org by clicking on the “Order GASB Publications and Subscriptions
Online” link and following the prompts

GASB Addresses the Need for Better Accounting for OPEB

GASB Addresses the Need for Better Accounting for OPEB

The Communications and Public Relations Committee of the Governmental
Accounting Standards Advisory Committee (GASAC) has prepared the following
questions and answers to help increase awareness of and participation in GASB’s
other postemployment benefits (OPEB) project (see highlights of GASB meeting in
this supplement for additional information on the OPEB project). These questions
and answers are intended to be part of a series. Additional papers will be presented in
future supplements when they become available.
Q. What are other postemployment benefits (OPEB) and how do they differ from
pensions?
A. A state or local government’s postemployment benefits represent compensation to
employees for the services they provide. As employees provide services, a
government’s financial obligations accumulate or “accrue.” Payment of those
benefits is deferred until after employment ends and retirement begins. A pension
plan is an example of a postemployment benefit. In addition to pension benefits,
many employees receive what are referred to as other postemployment benefits, or
OPEB, which may include postemployment healthcare such as medical, dental,
vision and hearing coverage as well as life insurance.
Q. How are state and local governments accounting for OPEB?
A. Currently, most governments use pay-as-you-go financing and financial reporting
for OPEB that do not reflect their accumulated obligations. The problem with this
method is that it only recognizes an expense when OPEB obligations become due and
payable or are paid. What is needed, from a comprehensive accounting perspective, is
a method that measures the annual cost of OPEB and changes in the OPEB obligation
as benefits are earned. By capturing this data, governments and financial statement
users are provided a way to estimate the potential demand of cash flows as well as
being aware of current obligations.
Q. Why is this financial reporting information so important?
A. Accrual-basis measurement and financial reporting of OPEB will improve a
government’s ability to determine its true costs of providing services. In addition, if

the resulting information is made available to government decision-makers for use in
developing compensation plans and long-term budget forecasts, more informed
decisions can be made.
Q. How was the need for a new OPEB financial reporting standard determined?
A. A significant number of governments across the country are providing OPEB that
are not reflected in their financial statements. To address this concern, GASB is
proposing standards for the reporting of OPEB by employers and plans.
Q. Who stands to benefit from better financial reporting of OPEB?
A. Ultimately, the GASB’s proposed financial reporting will benefit all parties by
making governments more accountable to taxpayers, creditors, bond analysts, rating
agencies, investors, government employees, auditors, regulators and all users of
financial statements. Another important benefit is that better information will be
available to management for planning and decision-making purposes.
Q. How will such information appear in a government’s financial statements?
A. Although differences exist between OPEB and pensions—such as differences in
the types of benefits and in financing and reporting practices—the GASB tentatively
concluded that postemployment healthcare benefits are conceptually similar to
pensions and that both should use the same type of reporting approach. As with
pensions, proposed measurements of OPEB costs and obligations will require
projections of future cash outflows for benefits, discounting of projected benefits to
present value and systematic allocation of costs to financial reporting periods using
an actuarial cost method. The GASB has tentatively concluded that government
employers should be required to report their OPEB expense and net OPEB obligation
(or asset), as well as trend information about funding efforts and the progress being
made in funding benefits, in the same manner that they currently report pension
expense under Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers, and Statement No. 25, Financial Reporting for Defined
Benefit Pension Plans and Note Disclosures for Defined Contribution Plans.
Q. When will GASB require state and local governments to disclose this
information?
A. The GASB has begun the process of developing financial standards to report
OPEB. The GASB plans to issue exposure drafts in Mar. 2002 for public comment
with public hearings planned in the latter half of 2002. Issuance of the standards will
follow public hearings and consideration of comments received in this process.
Q. How can I learn more about the GASB’s plans for OPEB?

A. For additional information visit the GASB Web site:
203/847–0700
www.gasb.org
Joseph Moraglio Appointed to AAPC
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The Steering Committee of the Federal Accounting Standards Advisory Board
(FASAB) recently selected Joseph F. Moraglio to fill the at-large seat on the
Accounting and Auditing Policy Committee (AAPC). The AAPC is a permanent
committee established by the FASAB whose mission is to assist the federal
government in improving financial reporting through the timely identification,
discussion and recommendation of solutions to accounting and auditing issues within
the framework of existing authoritative literature. The at-large seat was vacated in
May by an original member of the committee, F. Jay Lane.
Moraglio has been appointed to a three-year term on the committee. He is currently a
full-time instructor of accounting at George Mason University in Fairfax, Va.
Moraglio has served as vice-president of the federal government division of the
AICPA and is the editor of this supplement. While at the AICPA, Moraglio
participated in the development of AICPA professional accounting and auditing
guidance used by CPAs working in government and other sectors.
FASAB Progress on National Defense PP&E Project
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The FASAB issued an exposure draft, Accounting for National Defense PP&E and
Associated Cleanup Costs, on Aug. 31, 2001 (see Oct. 2001 Government

Supplement). The comment period closed on Nov. 29 and staff is analyzing
comments.
Generally, the majority of respondents supported the proposal to capitalize national
defense property, plant and equipment (PP&E). The proposal provided that major end
items would not be depreciated but mission support items would be depreciated. The
Department of Defense has requested that the board consider dropping the notion of a
separate category for national defense PP&E. Instead, the department recommends
that national defense PP&E be capitalized and depreciated in the same manner as
general PP&E at other federal agencies. As a result, the department suggests that the
additional disclosures on investment projects and quantities are not warranted. The
board is expected to consider the comments and deliberate on possible changes to the
proposal in coming meetings.
AICPA’s Government and Not-for-Profit Organizations Expert Panel Seeks Views
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The Government and Not-for-Profit Organizations (GNPO) Expert Panel was
established by the AICPA to, among other things, facilitate the enhancement of the
image of CPAs working in or serving the GNPO sector, move CPAs in the sector
towards the CPA Vision for the future, and enhance the ability of CPAs working in
or serving the sector to anticipate future market developments.
To carry out this mission, the panel monitors emerging trends, technical activities, the
types of services CPAs are currently providing to the GNPO sector and the services
that will be needed by the GNPO sector in the future. The panel also advises and
makes specific recommendations to the AICPA’s leadership regarding the needs and
concerns of its members with an interest in GNPO matters. The panel has also begun
to develop liaison relationships with certain key organizations that significantly
impact or have an interest in the GNPO sector. At this time, formal liaison task forces
have been established to liaison with the Governmental Accounting Standards Board
and the Federal Accounting Standards Advisory Board. These task forces are
responsible for monitoring the technical activities of each board, as well as
responding to technical proposals. The panel is also pursuing less formal liaison
relationships with other groups. It has a diverse membership and includes CPAs who
either work for or serve the GNPO sector in various capacities.
For the panel to be successful, it needs to have a finger on the pulse of what is
happening in the GNPO sector. For this reason, communication with the AICPA’s

GNPO members is key. The panel is interested in knowing what GNPO issues or
trends you believe are important for CPAs to focus on, what innovative CPA services
are currently being performed successfully in the GNPO sector, and what services the
sector may need or demand in the future. Consider completing a brief survey at:
ftp.aicpa.org/public/download/belt/survey_nfp_panel.doc
The panel is also interested in hearing about any other GNPO-related needs or
concerns that you might have. Contact Mary Foelster, AICPA staff to the panel:
mfoelster@aicpa.org
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The Advisory Council on Government Auditing Standards (the “Yellow Book”) met
on Nov. 19. Following is a summary of the topics discussed.
Yellow Book exposure draft. The Council recommended to the Comptroller General
that the current draft of Government Auditing Standards be issued as an exposure
draft. Staff pointed out that several new paragraphs were added to chapter 1 to bring
in overarching principles that should guide auditors in their work. The staff also
added some language to the standard on professional judgment in chapter 3 to
recognize these principles. The Council concurred that the proposed revisions
improved the draft.
Auditor independence. The Council generally concurred with staff suggested changes
that addressed the comments received on the May 2001 exposure draft on
independence and concurred that the independence standard be finalized. The
Council’s recommendation was based on extensive discussion of the summary of
more than 600 comment letters received. On the issue of organizational
independence, the comments were generally supportive of the exposure draft. The
Council concurred with the staff treatment on two areas of concern on organizational
independence. First, the Council agreed with deleting paragraph 3.23c, which
proposed expanding the presumptive criteria for organizational independence.
Second, the Council continued to agree with the exposure draft’s proposed treatment
of the military service auditors general as internal auditors.

Other services. The Council also generally concurred with the staff’s approach on the
non-audit services issue. In this area, the staff suggested, and the Council agreed, that
in developing an overarching framework to provide context, the standard should lay
out both a principles-based approach and safeguards that should be applied when
providing non-audit services. The four principles, which Council agreed with, are:


Auditors should not perform management functions or make management
decisions for their clients.



Auditors should not audit their own work as part of an ongoing or future
audit.



Auditors should not reduce the audit work performed based on the non-audit
work performed below a level that would have been reasonably performed by
another auditor.



Auditors should consider the significance/materiality of the non-audit service
and its relevancy to the auditors’ independence in providing audit services.

The Council also concurred on the proposed safeguards. These safeguards would
require auditors to establish an agreement with management on each non-audit
service provided and maintain audit documentation of that agreement and its
implementation for which management:


Designates a management level individual to be responsible and accountable
for overseeing the non-audit service.



Establishes and maintains control over the performance of the non-audit
service to ensure that it meets management’s objectives.



Makes any decision that involves management functions and accepts full
responsibility for such decisions.



Evaluates the adequacy of services performed and any findings that result.

The Council recommended a different treatment for two non-audit services that are
closely aligned to maintaining or preparing the audited entity’s basic accounting
records. These services are posting transactions to the entity’s general ledger for
which entity management has coded the transactions for the account and providing
certain payroll processing services. For these two types of non-audit services, the
Council suggested that the auditor could provide such services without impairing
their independence only under the safeguards, described earlier, and with full
disclosure in the auditor’s report to fully inform the user of the report. This disclosure
would provide the nature of the bookkeeping and/or payroll services provided and the
safeguards the auditor has taken.

